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- Subchapter '"'S" (Tax option shareholders)

QUESTION: How are distributions to subchapter "'S' stockholders
taxable for state tax purposes?

Taxpayers have been reporting their distributable share
of Subchapter ''S'"" income each year for Federal Tax purposes. The
Subchapter "'S'" corporation makes a distribution out of earnings prior
to 1971 in 1971 or any subsequent year. The distribution is taxable for
State Tax purposes in the year received as income (dividends) and is
to be included in the year received.

Examgle

Subchapter ''S" corporation distributes 1970 income to its
stockholders in January, 1971, For federal tax purposes this was taxable
in 1970, For state tax purposes it is taxable in 1971,

A Subchapter ''S" corporation whose stockholders are

residents of Delaware would be taxed in the same manner as the federal
return for years ending on or after 12/3/71.
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